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in the personnel and in the volume of products per member, democratic financing necessitates rearrangement of the original subscriptions or contributions of capital.
A most excellent illustration is the experience of the Wisconsin Cheese Producers' Federation.1 In 1914, when operations were started, this marketing company had an authorized capital of $2000, of which $651.69 was paid up. Equipment capital was provided by a lease of warehouse and storage space. It was not realized apparently that working capital or funds with which to pay in advance for cheese supplied by its members necessarily had to come, if at all, from a large capital stock, mostly paid up, or from loans. Fortunately, while the enterprise was small the president of the Federation was able to sign notes for sufficient loans from the local banks to carry the business. Profitable growth combined with a willingness on the part of the original members to leave their annual surplus in the treasury enabled the company to get along. In 1919, however, the size of the business almost doubled. The number of local factories comprising the Federation had also greatly increased. As a result the volume of business had outgrown the capital and surplus of almost $38,000, about 80 per cent of which was accumulated from patronage provided by the original small number of factories. This is a case where a cooperative business developed a very undemocratic form of financing. The old factories which had carried all the load of starting and developing the undertaking were still assuming the entire capital burden, while it was the increased volume of cheese from new factories, none of which had contributed their quota of capital, that caused the crisis in financing. To solve this problem of inadequate capital and to insure proportionate capital contributions from all members in the future the following article (Article VI) was written into the new by-laws
* The Federation Guide, Vol. I, No. r, pp. 1-2.